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Information Request DTE-1-1 

Please provide the most current balance sheet available for: (1) Boston Edison 
Company; (2) Cambridge Electric Light Company; (3) Commonwealth Electric 
Company; and (4) Canal Electric Company. 
 

Response 

Please refer to Attachment DTE-1-1(a) through Attachment DTE-1-1(c), which are 
excerpts from copies of the 2006 first quarter FERC Form 3-Q for Boston Edison, 
Commonwealth and Cambridge, respectively.  The reproduced excerpts show current 
balances on pages 110 through 113 of the FERC Form 3-Q.  Attachment DTE-1-1(d) is 
the most current internal balance sheet for Canal.  
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Information Request DTE-1-7 

Refer to Exh. NSTAR-CLV-1, at 11. Please explain why the Companies intend to recall 
the debt for Cambridge and Commonwealth, in contrast to assuming this debt. 
 

Response 

In the event that the merged Boston Edison were to assume the Cambridge and 
Commonwealth debt, it would also become subject to the covenants and restrictions 
contained in the indentures and loan agreements applicable to those debt obligations.  
These covenants and restrictions, after the merger, would apply to the entire operations 
of the combined company, including Boston Edison’s operations if the debt were to be 
assumed.  Unlike Boston Edison, neither Cambridge nor Commonwealth accessed the 
public debt markets.  As a result, the covenants and restrictions applicable to the 
Cambridge and Commonwealth debt are more restrictive than the covenants and 
restrictions applicable to the Boston Edison debt obligations. Please refer to Attachment 
DTE-1-3(b) through Attachment DTE-1-3(e) for a description of the make-whole 
provisions and call provision descriptions.   
 
Differing levels of covenants and restrictions creates issues for the newly formed 
company.  The more restrictive debt has priority over other issues, making the other debt 
issues subordinate and hence more risky.  Because of this increased risk due to 
subordinate status, any new debt would be more expensive than if there was no issue of 
relative priority.  Another unattractive option is for all of the new company to comply 
with the more restrictive covenants.  This limits the combined company’s flexibility 
because the combined company may not be able to comply with many of the covenants 
and restrictions.  Recalling the debt eliminates these issues.  The combined entity will 
have the same access to the public markets that Boston Edison currently has and so will 
be able to borrow upon more favorable terms than Cambridge and Commonwealth. 
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Information Request DTE-1-13 

Refer to Exh. NSTAR-CLV-1, at 13-14. How do the Companies propose to apply the 
basic service adder if the merger is approved? If the adder will change from the current 
rates as approved for each company and rate class in D.T.E. 03-88, please address any 
change to the distribution rates for each rate class in each company resulting from such 
change. 
 

Response 

If the merger is approved, NSTAR Electric Company, as the sole merged entity, will 
consolidate the Basic Service adders in conjunction with the consolidation of the Basic 
Service rates.  This consolidation will produce a single average Basic Service adder 
applicable to all rate classes in the merged company.  The Companies are not proposing 
to change the distribution rates in each company as a result of the consolidation of the 
Basic Service adder.  Such distribution rates have been set in compliance with the 
Companies’ 2005 Settlement Agreement approved by the Department in D.T.E. 05-85.  
The Basic Service credits included in these distribution rates reflect the Settlement test 
year level of Basic Service procurement costs and, as such, are fixed and not generally 
subject to change outside of a rate case proceeding.  Conversely, the Basic Service adder 
will change each year in proportion to changes in NSTAR Electric’s annual bad-debt 
costs.  Consequently, there is no matching of the recovery under the Basic Service adder 
with credits to the distribution rates for periods after the Settlement test year.  
 
 

     
 



NSTAR Electric 
Department of Telecommunications and Energy 

D.T.E. 06-40 
Information Request:  DTE-1-14 

June 30, 2006 
Person Responsible:  Christine L. Vaughan   

Page 1 of 1 

 

Information Request DTE-1-14 

Refer to Exh. NSTAR-CLV-1, at 12-14. Please provide an example of the retail basic 
service rate derivation (similar to confidential Appendix B, Schedule A of the 
Companies basic service filing). Explain how the Companies will address line losses and 
other components of the retail basic service rate derivation under the merged entity. 
 

Response 

There will be no change in the format of the derivation of retail Basic Service rates after 
the merger, i.e., the Basic Service filing will include an Appendix B, Schedule A 
[CONFIDENTIAL] for the combined load.  Until the results of subsequent supply 
solicitations are known, the Companies are unable to prepare that confidential schedule.  
The line losses for each of the rate classes for the merged company will be determined 
by weighting the individual company lines losses in proportion to the individual 
company rate class loads.  These consolidated line losses will remain in effect for the 
merged entity until updated, periodically, when new line loss studies are conducted. The 
companies plan to prepare an updated line-loss study in the coming year.  The other 
components of the retail Basic Service rate will be derived from the total costs by rate 
class associated with the competitive solicitation of supply for the consolidated NSTAR 
Electric loads.  Any synergies from the consolidation of the solicitations will flow to all 
customers. 
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Information Request DTE-1-15 

Refer to Exh. NSTAR-CLV-1, at 18-19. Please define and discuss all congestion 
management costs. Include definitions, cost derivation and cost allocation methods 
employed by FERC, and how the Companies recover these costs in rates (i.e., which 
zones, rate classes, etc.). For example, when discussing SCR costs, please define SCR, 
explain how and why these costs are incurred, who incurs these costs, who are the 
parties responsible for paying these costs, how they are allocated to responsible parties, 
and how the Company collects these costs from retail customers (which rate and how it 
is allocated to customers). 
 

Response 

The congestion-management costs as discussed on Exhibit NSTAR-CLV-1, at 18-19, 
relate to congestion management costs that are recoverable through transmission rates.  
As such, there are two congestion-management costs:  Reliability Must Run (“RMR”) 
and Special Constrained Resources (“SCR”). 
 
The RMR costs are for agreements between the ISO-NE and the owners of generating 
units that are required to run for area reliability, but have successfully demonstrated to 
the ISO-NE and FERC that they would not be dispatched economically within the 
existing market structure.  These costs are supported by the transmission customers 
within the load zone (e.g., NEMA and SEMA) in which the unit is located.  They are 
determined for each of the established load zones and then socialized within each load 
zone on a network-load basis to all the transmission customers within the load zone.  
ISO New England bills these RMR charges to each company under the FERC tariff 
“New England Power Pool, Restated PEPOOL Open Access Transmission Tariff; FERC 
Electric Tariff, Fourth Revised Volume No. 1, Market Rule 1.”  These costs are then 
passed through to retail customers in each of the Companies’ respective transmission 
rates in accordance with MDTE Tariff No. 305 (Commonwealth), MDTE Tariff No. 205 
(Cambridge) and MDTE Tariff No. 105 (Boston Edison).  The transmission rates for 
each customer class are   adjusted each year by applying the ratio of the proposed 
average company transmission rate calculated for the given year to the actual average 
company transmission rate.  Note that the transmission rates for each customer class 
were initially established when the companies unbundled their consolidated service rates 
for the retail access date. 
 
Thus, the transmission RMR costs are allocated by customer class in the same 
proportion as all the other transmission costs developed in the transmission 
reconciliation filing.     
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SCR is any generating resource called upon to run out-of–merit for any reliability 
purpose to provide relief for a constraint (thermal, voltage or stability) that exists on 
facilities not reflected in the ISO-NE’s models for operating the NEPOOL Transmission 
System.  SCR costs are directly assigned by the ISO-NE to the company that requested 
the generation resource to maintain local reliability.  On a daily basis, the company 
requesting the generation resource employs its system operators to assess the system 
based upon the expected loads and known system conditions to determine whether 
generation is required to maintain adequate voltage levels or to protect against a 
potential outage of a transmission element.  If the generation is needed to maintain 
reliability, then the company requests such service from ISO-NE, ISO-NE “flags” such 
units as SCRs, and the company purchases such service from the ISO-NE.   ISO New 
England bills these SCR charges to each company under the FERC tariff “New England 
Power Pool, Restated PEPOOL Open Access Transmission Tariff; FERC Electric Tariff, 
Fourth Revised Volume No. 1, Schedule 19.”  These costs are then passed through to 
retail customers in accordance with each of the Companies’ respective retail tariffs.  The 
SCR costs are also included as a recoverable transmission cost in the companies 
transmission reconciliation filing.  The transmission rates for each customer class are 
adjusted each year by applying the ratio of the proposed average company transmission 
rate calculated for the given year to the actual average company transmission rate.  Note 
that the transmission rates for each customer class were initially established when the 
companies unbundled their consolidated service rates for the retail access date. 
 
Thus, the transmission SCR costs are allocated by customer class in the same proportion 
as all the other transmission costs developed in the transmission reconciliation filing. 
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Information Request DTE-1-16 

Refer to Exhs. NSTAR-CLV-1, at 19, and NSTAR-CLV-5. Please provide a summary 
of Docket ER05-742. When do the Companies expect FERC to rule on Docket ER05-
742? 
 

Response 

The tariffs in Docket No. ER05-742, filed by Cambridge and Commonwealth on March 
29, 2005, are the provisions to the local transmission formula rates and the local 
scheduling, system-control and dispatch service embodied within Cambridge’s and 
Commonwealth’s Local Service Schedules, which are themselves schedules to Part II – 
Open Access Transmission Tariff of the ISO New England Inc. Transmission, Markets 
and Services Tariff, FERC Electric Tariff No. 3.   
 
On May 25, 2005, the FERC accepted the tariff changes to become effective June 1, 
2005, subject to refund, and set the tariffs for hearing and settlement procedures.  
Cambridge and Commonwealth have participated in settlement discussions since June 
2005.  The parties to this docket are continuing to negotiate.  Final FERC rulings are 
expected in the fall. 
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Information Request DTE-1-17 

Refer to Exh. NSTAR-CLV-6. Is this document part of a current FERC approved tariff? 
If not, have the Companies submitted this document to FERC for approval? If it has 
been submitted, when do the Companies expect FERC to rule on it? 
 

Response 

No, at this time this document is not part of a current FERC-approved tariff.  FERC has 
approved the tariff filed in Docket No. ER05-742, effective June 1, 2005.  However this 
tariff is subject to refund and the results of settlement proceedings or hearings, if 
necessary.  Exhibit NSTAR-CLV-6 is the Companies’ best estimate of the outcome of 
the settlement proceedings.  Final FERC rulings are expected in the fall. 
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Information Request DTE-1-18 (revised) 

Refer to Exhs. NSTAR-CLV-1, at 22-25, and NSTAR-CLV-6. Please discuss the 
current state of the Companies filing at FERC regarding the reclassification of 
Cambridge’s 13.8 kV line. What process does FERC follow in examining the filing? 
When do the Companies expect FERC to rule on this? 
 

Response 

In the Companies’ application under Section 203 of the Federal Power Act to merge and 
consolidate their facilities, the application has informed FERC that is the Companies’ 
intent to request that the Department permit the transfer of the cost recovery for the 
Cambridge 13.8 kV system to Department jurisdictional rates.  If the Department 
approves the transfer, then the consolidated Company Local Transmission tariff would 
exclude these facilities and their associated costs. 
 
As such, the process of receiving approval for the reclassification of the 13.8 kV 
facilities to distribution begins with the Department.  When FERC mandated a seven-
factor test to determine what facilities were classified as distribution, it deferred to the 
states to make the determination, so long as the seven-factor test was utilized.  Thus, in 
D.P.U./D.T.E. 97-93, the Department determined that the proposed classification of 13.8 
kV facilities as transmission for Cambridge was appropriate.  The Department then 
requested a declaratory ruling from FERC requesting FERC to accept such 
determination, which it did.  Thus, any subsequent changes to such determination should 
also be approved by the Department. 
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Information Request DTE-1-19 

Refer to Exh. NSTAR-CLV-1, at 25. Is it the Companies’ position that the 13.8 kV 
facilities would produce the same revenue requirement whether classified as 
transmission or distribution plant? If so, please provide support for this position. If not, 
please explain how the transfer of the revenue requirement associated with these 
facilities would be revenue neutral. 
 

Response 

Cambridge is reclassifying and transferring rate recovery of its 13.8 kV facilities from 
transmission to distribution to simplify the transmission tariffs and because the character 
of the 13.8 kV facilities has change from transmission to distribution.  Since Cambridge 
has voluntarily proposed the transfer of these facilities, it looked for an appropriate 
manner to transfer the facilities so that neither customers nor shareholders would gain or 
lose as a result of the transfer.  The equitable solution was to transfer the revenues 
received from transmission to distribution at the time of the transfer.  The transfer of 
Cambridge’s 13.8 kV facilities from transmission to distribution is intended to be 
revenue-neutral for customers and Cambridge at the time of the reclassification and 
transfer by shifting the revenue requirement of the facilities pursuant to the then-
effective FERC transmission rates to distribution rates.  Although both FERC 
ratemaking and Department ratemaking are based on cost-of-service principles, there are 
small differences in details that will produce somewhat different revenue requirements 
over time.  For example, the FERC ratemaking is based on a formula that annually 
computes and reconciles transmission cost of service based on changes in rate base and 
expenses; the Department’s ratemaking permits changes in prices only at the time of 
general rate cases or as permitted by price indices approved under performance-based 
ratemaking.1  In addition, each jurisdiction has its own ratemaking precedent relating 
precisely whether and how specific rate-base items, return on rate base, and expense 
categories are included in cost of service.  
 
To achieve revenue neutrality in the transfer, Cambridge proposes to implement the 
following procedures.  The revenue requirement associated with the 13.8 kV system is 
developed under a draft, proposed 13.8 kV FERC tariff, as shown in Exhibit NSTAR–
CLV-6, which was developed through settlement discussions in FERC Docket No. 
ER05-742.  The final FERC-approved tariff from this docket will be used for the 13.8 

                                                           
1  In the case of Cambridge, future price changes will be adjusted in accordance with the terms of the 

Settlement Agreement approved by the Department in D.T.E. 05-85. 
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kV calculations.2  The amount that will be actually transferred from transmission to 
distribution will be based upon forecasted cost data for calendar year 2006, to be 
effective beginning January 2007.  NSTAR Electric will transfer that portion of the 
Cambridge transmission revenues attributed to the 13.8 kV facilities to its distribution 
rates.  In addition, after the close of 2006, NSTAR Electric will determine the final costs 
and revenue requirement for the 13.8 kV facilities, and an adjustment for the true-up 
amount will be made for customers in the Cambridge service territory in 2008.  This 
reconciliation will be made in Cambridge’s distribution and transmission rates.  To 
ensure that this one-time adjustment affects only Cambridge’s customers, the adjustment 
will be included directly in the distribution and transmission charges included in 
Cambridge’s retail rate schedules.  The reconciliation will ensure that there is neither an 
overcollection nor an undercollection. 

 
 

                                                           
2  The current draft tariff has a separate 13.8 kV calculation.  See Exhibit NSTAR-CLV-6, Attachment D.  

However if the final tariff does not incorporate a separate 13.8 kV calculation, then the 13.8 kV amount to 
be transferred will be calculated per the combined tariff both with and without the 13.8 kV facilities.  The 
difference will be the amount that needs to be transferred to distribution rates.   
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Information Request DTE-1-24 

Refer to Exh. NSTAR-CLV-1, at 12. Do the Companies have an implementation plan 
for the new procurement structure of basic service for residential customers per 
Settlement Agreement at 2.21? If yes, please explain. If no, when do the Companies 
expect to have a plan ready to present to the Department? 
 

Response 

The Companies, in coordination with the Attorney General and LEAN are in the process 
of developing their implementation plan.  The Companies will provide the proposal as 
soon as it is completed.  
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Information Request DTE-1-25 

Refer to Exh. NSTAR-CLV-11, at 6. Please provide copies of the previous depreciation 
study prepared by or for each of the Companies. 
 

Response 

[BULK RESPONSE] 
 
The depreciation studies are provided herewith as follows: 
 

• Attachment DTE-1-25 A, Boston Edison 
• Attachment DTE-1-25 B, Cambridge 
• Attachment DTE-1-25 C, Commonwealth 
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Information Request DTE-1-36 

Please explain why using a blended average of the current accrual rates for Boston 
Edison, Cambridge, and Commonwealth to develop new composite accrual rates for the 
merged company in lieu of using the depreciation study is appropriate. As part of this 
response, discuss whether it would be appropriate to include the depreciation accrual 
rates for Canal in such a blended average. 
 

Response 

In accordance with the terms of the Settlement Agreement approved by the Department 
in D.T.E. 05-85, the depreciation rates in effect during the test year must be maintained, 
but may be made uniform for the merged company so long as they are “expense neutral 
at the functional group level.”  Settlement Agreement at ¶ 2.6.2.  At the aggregate level, 
the Companies used a blended average of the current accrual rates for Boston Edison, 
Cambridge and Commonwealth to develop new composite accrual rates for the merged 
company.  However on an account-by-account basis, this was weighted by the results of 
the depreciation study instead by the weights of each of the Companies’ current accrual 
rates.  This allows better matching of the depreciation expense to the lives of the assets 
in question.  The Companies engaged a depreciation expert to perform individual 
depreciation studies for each of the utility companies and a consolidated NSTAR 
Electric study.  In this study he analyzed the depreciable lives of each account.  The 
rates in the consolidated NSTAR Electric study provide the basis for the new 
depreciation rates. 
 
Canal was not included in the study since its only plant asset related to a capital lease 
related to its Hydro Quebec transmission investment.   
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Information Request DTE-1-37 

Refer to Exh. NSTAR-CLV-1, at 34. Please describe the current process involved in 
accounting for the retirement of general equipment. For purposes of this response, 
assume that a desk chair with an original book value of $200 and net book value of $100 
has been damaged beyond repair. 
 

Response 

Individual operating areas send Fixed Asset Accounting (“FAA”) emails when 
equipment is discarded or destroyed.  Major retirements are made when FAA is notified 
as major renovations or building closings occur.  
 
These assets are composed of many property units, but constitute a small percentage of 
plant investment.  Therefore, the difficulty in maintaining the detailed records for these 
assets far outweighs the benefit.  As for the specific example stated above, the retirement 
of this item would result in a debit to accumulated depreciation and a credit to plant in-
service for $200. 
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Information Request DTE-1-38 

Refer to Exh. NSTAR-CLV-1, at 35. Please explain the basis for the Companies’ 
selection of a 15-year amortization period for Accounts 391 through 398 (other than 
computer equipment). 
 

Response 

The Companies’ proposed 15-year amortization period for General Plant Accounts 391 
through 398 (other than computer equipment) is consistent with the depreciable lives 
recommended within the depreciation study and the amortization period approved in 
1991 by the Department for NSTAR Gas Company, Commonwealth Gas Company, 
D.P.U. 91-60.  The equipment included these accounts are similar for gas and electric 
companies and would bring all the NSTAR utility companies under one consistent 
amortization period. 
 
In addition, as part of preparing to respond to this inquiry, the Companies conducted an 
informal survey of other utility companies that utilize amortization accounting for 
general plant.  The survey indicated a range of amortization periods from 10 to 25 years 
for similar General Plant Accounts. 
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Information Request DTE-2-2 

Refer to Exh. NSTAR-CLV-1, at 23. Please identify the parties who assisted in the 
preparation of the Companies’ analysis of the Federal Energy Regulatory Commission’s 
(“FERC”) seven-part test with regard to Cambridge’s 13.8 kV facilities. 
 

Response 

The analysis of the FERC’s seven-part test with regard to Cambridge’s 13.8 kV facilities 
was performed internally by system planning engineers.  The system planning engineers 
reviewed the prior study and then applied the test to the existing 13.8 kV system in 
achieving their results. 
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Information Request DTE-2-3 

Refer to Exh. NSTAR-CLV-1, at 29. Given that Boston Edison, Commonwealth and 
Cambridge must maintain separate distribution rates in their existing service territories 
until at least January 1, 2010, please explain why Department approval is being 
requested to consolidate depreciation rates at this time in this proceeding. As part of 
your response, illustrate how the change in depreciation rates would be reflected in the 
existing separate distribution rates. 
 

Response 

The consolidation of the depreciation rates is being requested at this time, such that from 
an organizational perspective NSTAR Electric can move forward to complete its final 
stages of merger-related consolidation activities in order to serve electric customers as a 
single (integrated) electric company.  In the completion of the merger only one set of 
accounting books will be maintained.1  This necessitates the establishment of a 
consolidated depreciation rates to apply to the merged assets.  
 
The change in the depreciation rates has no effect on the existing distribution rates for 
each of the electric companies.  
 
 
 

                                                           
1  There will be some minor items that will need to be tracked separately.  For instance, certain information 

that is required to prepare separate transition schedules will be maintained separately on a pre-merger 
basis on the books of NSTAR Electric. 
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Information Request DTE-2-5 

Refer to Exh. NSTAR-CLV-1, at 31 and Exh. NSTAR-CLV-10. Please explain in 
further detail why the accrual rates for Accounts 361 through 373 based upon the 
depreciation study performed in D.T.E. 05-85 were decreased by a factor of 4.9838 
percent. 
 

Response 

During 2005, NSTAR Electric performed a depreciation study for the three electric 
companies utilizing plant accounting data as of December 31, 2004.  The study 
produced recommended annual depreciation accrual rates. 

 
Under the terms of the Settlement Agreement approved by the Department in D.T.E. 05-
85, NSTAR Electric was permitted to develop consolidated NSTAR Electric 
depreciation rates that are expense neutral by functional asset class.  The implementation 
of the actual rates for the combined entity from the depreciation study would result in an 
increase to expense over the current levels.  Therefore, the rates from the study were 
used as an allocation basis to determine new rates.  The rates from the study were 
reduced by approximately 4.9838 percent to remain expense neutral. 
 
 
 




